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The Role of Banca Nazionale del Lavoro in Financing Iraq, 
the Failure of the Federal Reserve under 
the Federal '•Umbrella 11 Bank Regulatory Structure, 
and Interference by the state of Illinois 

Overview 

The Banking Committee's investigation of the Atlanta agency 
of Banca Nazionale del Lavoro (BNL) has two main facets. First, 
the BNL scandal is a case study in bank regulatory failure. The 
Committee's investigation of this failure was brought about by the 
Federal Reserve's failure to properly implement the federal 
umbrella regulatory structure created by Congress to ensure that 
foreign banks operating in the U.S. are properly supervised. Since 
branches and agencies of foreign banks command over $575 billion 
dollars in assets in the United States, it is imperative the 
Committee rectify this potentially hazardous situation. 

Unfortunately, this facet of the Committee's investigation has 
been frustrated by William C. Harris, Commissioner of Banks and 
Trust Companies of the State of Illinois. Mr. Harris has sued the 
Federal Reserve regarding the State of Illinois examination report 
of BNL-Chicago, one of five BNL offices in the U.S., so that the 
Federal Reserve cannot comply with the Committee's subpoena 
request. 

The second major facet of the BNL scandal involves the role 
banks play in arms proliferation. The Committee's investigation 
has revealed that BNL was a key source of funds for a sophisticated 
Iraqi-controlled network of front companies in the U.S. and Europe 
that were responsible for procuring Western technology and know- 
how for export to Iraq. While this technology and know-how has 
civilian uses, often it was diverted to military applications. The 
tragedy of this situation is apparent when one considers that, over 
500,000 of our dedicated soldiers have been placed in harm's way 
because of the oppressive regime of Saddam Hussein. The U.S. and 
its coalition partners are presently engaged in a valiant effort 
to destroy the Iraqi war machine which was built in part with BNL 
money. The Committee must strive to understand the role BNL 
financing played in building the Iraqi war machine in order to 
erect proper safeguards that may prevent such a terrible and tragic 
occurrence as our war with Iraq. 

The following report summarizes the Banking Committee's 
investigation of BNL and details the difficulty the Committee has 
had in enforcing the subpoena duces tecum issued to the Federal 
Reserve System during the 101st Congress. Along with the printed 
record of our BNL hearing held on October 16, 1990, this interim 
report is meant to serve as a background source. In the coming 
weeks, members will be asked to renew subpoena authority for the 
Committee's investigation of BNL. 
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I. Introduction to the BNL Scandal 

The BNL scandal is a sensational case in which former 
employees of the Atlanta Branch of BNL approved over $3 billion in 
supposedly unauthorized loans to Iraq over the latter half of the 
1980's. Most of these loans were not reported to American or 
Italian banking officials. 

Revelation of this scandal prompted the Committee to 
investigate. The Committee's investigation is focused on two 
distinct areas. The first is the failure of the Federal Reserve 
to properly execute its responsibility related to the umbrella 
regulatory structure created by Congress to govern the regulation 
and supervision of U.S. branches and agencies of foreign banks. 
The Banking Committee is quite concerned that the present sharing 
arrangement between the Federal Reserve and the state bank 
regulatory agencies is inadequate to ensure these entities are 
properly supervised. This was certainly the case in the BNL 
affair. 

Since branches and agencies of foreign banks command over $575 
billion in assets in the U.S. and since over $7.5 billion of their 
liabilities are guaranteed by the FDIC, it is imperative the 
Committee rectify this potentially hazardous situation. 
Accordingly, a thorough review of the International Banking Act, 
the law that governs U.S. branches and agencies of foreign banks, 
is in order. 

The BNL scandal raises several additional concerns within the 
jurisdiction of the Banking Committee. The BNL affair raises the 
issue of whether or not we should allow U.S. -based financial 
institutions to be used as a conduit of foreign policy. It is time 
the Committee delved into the intentions of foreign banks, 
especially those owned by foreign governments, and the role they 
play in our economy. We should ask ourselves: Should we permit 
foreign governments to carry out their foreign policy through our 
banking system, especially if it goes against our own interests? 
Should we permit foreign banks that are underwritten by foreign 
taxpayers to compete head-on with our privately owned banks? One 
must wonder if it is fair for a foreign government-owned bank to 
take business and jobs away from our privately-owned domestic 
banks . 


The Committee could explore the establishment of a national 
screening board to monitor more closely foreign bank presence in 
the U.S. Such a screening board could review applications for 
foreign bank entry into the U.S., as well as monitor these banks 
to ensure they are not engaged in foreign policy activities or 
unfairly competing against our own firms. The Committee's 
investigation will address these issues. 
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BNL Not Just Another Bank Regulatory Failure 

The BNL scandal is not simply a bank regulatory failure - it 
is intimately linked with our war with Iraq. BNL loans permitted 
the export of almost a billion dollars of U.S. agricultural 
products to Iraq. Not only did these loans permit Iraq to feed its 
people, it permitted Iraq to use its scarce foreign exchange to 
build-up its military arsenal. 

In addition, the Committee's investigation has uncovered 
evidence clearly linking BNL loans to a network of companies that 
helped to build the Iraqi war machine? the same war machine we and 
our coalition partners are now trying to destroy. This same war 
machine has taken the lives of some of our nation's precious young 
adults, and placed over 500,000 of our dedicated soldiers directly 
in harm's way. 

The following sections provide additional background material 
related to the different aspects of the Committee's investigation 
of BNL: the regulatory failure, the BNL role in financing Iraq, and 
finally, the difficulty the Committee has had in obtaining 
documents from the Federal Reserve System. 

II. Bank Regulatory Aspect of the BNL Scandal: Overview of 
the International Banking Act of 1978 

The International Banking Act of 1978 (P.L. 95-369) was signed 
into law on September 17, 1978. The Act is described in the Report 
of the House Banking Committee (Summary of Activities - House 
Report 95-1840) as establishing a Federal framework for the 
participation by foreign banks in United States financial markets, 
(emphasis added) . 

The Act provides that a foreign bank may establish a 
Federally-licensed branch or agency or State-licensed branch or 
agency. A foreign bank may establish a Federal branch or agency 
in any State where it does not already operate a State-licensed 
branch or agency, and in which the establishment of a branch or 
agency is not prohibited by State law. State licensed branches or 
agencies are established in accordance with State law. 

Additionally, the law provides that the Comptroller, the FDIC, 
and the States have primary examining authority within their 
jurisdictions . but the Act is very clear that it is the Federal 
Reserve Board who establishes reserve requirements for federally 
licensed branches and agencies and, in consultation and cooperation 
with the States, may establish reserve requirements for State 
licensed branches and agencies. 

Examination of Foreign Operations 

Clearly, the Act provides that the Federal Reserve Board may 
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examine each branch or agency of a foreign bank. Considerable 
attention has been given to the language of the Act which states 
that "the Board shall, insofar as possible, use the reports of 
examinations made by the Comptroller, the Federal Deposit Insurance 
Corporation or the appropriate State bank supervisory authority." 

To put this statutory instruction regarding the use of state 
examinations into proper perspective, one must review the Act's 
legislative history and consider the number and location of foreign 
bank operations in the United States at the time the International 
Banking Act of 1978 was being considered in the Congress. It is 
interesting to note that the hearing record compiled in 1977 
indicates alarm over the growth of foreign operations. In July of 
that year, foreign bank operations commanded total assets of $76 
billion, dramatically increased from the $7 billion reported in 
1965. 


Of particular significance to this report, however, is the 
fact that, in 1977, 94 foreign banks operated 210 banking 
facilities. One hundred ninety-three of these facilities, well 
over 90% of the total, were located in just three states - New 
York, California and Illinois. 

In addition to the geographic concerns, it is important to 
note the political interests regarding international banking 
facilities. A statement submitted for the hearing record by the 
governor of a southeastern state summarized the position of other 
state chief executives, particularly in those states actively 
seeking to attract international banking facilities to anchor 
efforts to promote local economies and exportation opportunities. 
The governor argued strongly against passage of the International 
Banking Act, citing that increased federal regulation would tend 
to inhibit a state's ability to entice foreign banks to begin 
operations in new areas. After all, the governor testified, 
ninety-five percent of all foreign bank assets were regulated by 
only two states, New York and California. 

The governor continued to argue that the state licensing 
procedures in place at that time were effective and that "the 
Federal Reserve has a considerable burden of proof here to make a 
showing and to demonstrate that our national interest and/or 
monetary goals have been undermined before they are handed this 
sweeping authority over state banking departments." 

It is ironic, in view of the Committee's present investigation 
into a regulatory failure involving the Atlanta branch of BNL, that 
the governor arguing against the passage of the International 
Banking Act was Honorable George Busbee, Governor of the State of 
Georgia. 

The Congress decided to enact the bill, despite Governor 
Busbee 's pleadings, because the Congress felt it necessary to 
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impose federal regulation and examination authority over all 
foreign operations in the United States. Recognizing the fact that 
only a few states were in the practice of licensing and supervising 
foreign bank activities, it was reasonable for the Congress to 
permit a continuation of state licensing and to avoid costly 
duplication of effort in the examination of these entities. But, 
given a review of the legislative history, it is unreasonable to 
conclude that the Congress directed the Federal Reserve to assume 
a secondary or backup role in the supervision, regulation or 
examination of any branch or agency of a foreign bank doing 
business in the United States. 

The Present Situation 

Information provided to the Committee in an open staff 
briefing and in a hearing conducted on October 16, 1990, revealed 
that there are a total of 201 agencies and 364 branches of foreign 
banks operating in the United States. Compared to the 210 foreign 
banking operations in business in 1977, the current total of 565 
facilities represents more than a doubling of the number of 
facilities over the fourteen-year period. 

More importantly, the Federal Reserve reports that there are 
approximately $575 billion in assets in foreign branches and 
agencies. Nearly $8 billion of that amount is guaranteed by the 
Federal Deposit Insurance Corporation (FDIC) . 

Members of the Committee should remember that the bulk of 
foreign bank operations in the United States are state-licensed. 
The numbers provided to the Committee by the regulators indicate 
that there are 484 state-licensed banking facilities commanding 
approximately $500 billion in assets. At present, these 484 
facilities (86% of the total number federal and state-licensed 
operations combined) are found in just eleven states, many of which 
are relatively inexperienced in the regulation, supervision and 
examination of foreign bank operations. It is significant to note 
that there are presently a total of 80 federally licensed branches, 
but they conduct business in just three states New York, California 
and Illinois. 

In response to questions asked of the representative of the 
Board of the Federal Reserve at the Banking Committee's October 16 
hearing, the Fed reported that during 1989, 295 foreign branches 
and agencies under its jurisdiction (i.e. state licensed) were 
examined. This represents approximately 61% of all state licensed 
entities. Federal Reserve personnel participated, to some extent, 
in 169 of these examinations. Thus, only about one of every three 
state-licensed branches or agencies, to some extent, was subject 
to federal participation during the examination process. 
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The Supervision of BNL's United States Operations 

One of the most critical elements of the Committee's oversight 
responsibility is the examination of the Federal Reserve role as 
the "umbrella" financial regulatory agency. 

The Board of Governors of the Federal Reserve has an overall 
responsibility for the branch and agency examination process. The 
day-to-day responsibility to supervise and conduct examinations 
rests with the individual Federal Reserve banks. The Committee's 
review of the BNL scandal will provide insight into how Federal 
Reserve Bank personnel actually review state examinations at the 
five BNL agencies which are located within the boundaries of four 
different Federal Reserve Banks. 

The Reserve Bank in whose geographic jurisdiction the U.S. 
headquarters of any multi-state branch and\or agency operation is 
located is responsible for the overall evaluation of the entire 
U.S. operation. BNL's North American headquarters is situated in 
New York City. One of the most important elements of the 
Committee's review of the examination process will be a 
determination of the effectiveness of this multi-state review 
process . 

Without a coordinated review of each foreign bank's branch 
and agency, as described above, it is most difficult to properly 
measure the safety and soundness of the operation of the foreign 
branches and agencies. Each individual state examination is 
important, without them it will not be possible for the Committee 
to evaluate the Fed's effectiveness in assembling a comprehensive 
determination of the foreign bank's financial condition and the 
nature and purpose of the operations in the U.S. markets. 

The Committee's review of the regulatory activities 
surrounding the well-publicized actions reported to have occurred 
at the Atlanta agency of BNL is warranted. Not only are tremendous 
sums of money allegedly involved in the financing of exports to 
Iraq but BNL also provides the Committee with an excellent vehicle 
to measure the effectiveness of the federal government's 
examination process. 

BNL's U.S. operations exist in five states - New York, 
Illinois, California, Florida and Georgia. The facilities in New 
York and Illinois are branches while the operations in the other 
states are licensed agencies. All facilities are state-licensed. 
It appears that each state did conduct fairly regular examinations 
over the years when BNL operations seemed to be consistent with 
those of other foreign banks. The Federal Reserve has appeared to 
have participated in some of these examinations and, consistent 
with its policies, should have reviewed and evaluated state 
examinations and the overall review of all BNL U.S. operations 
conducted by the New York Fed since the headquarters of BNL's North 
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American operations is domiciled in New York. 

On August 4, 1989, the Federal Reserve participated in the 
well-publicized raid on the headquarters of BNL's Atlanta office. 
The Fed conducted a full examination of the Atlanta operation. At 
the same time. Fed personnel conducted surprise examinations of the 
other BNL facilities in other states. 

Importantly, the State of Georgia had conducted examinations 
of the Atlanta office on an annual basis since the licensing of the 
facility in 1983. In early 1989, Federal Reserve personnel sat in 
as Georgia officials reviewed the results of their examination with 
BNL officers in Atlanta. 

The BNL scandal raises several important issues related to 
the regulation and supervision of branches and agencies of foreign 
banks. First, the Banking Committee must evaluate the effectiveness 
of the Federal Reserve in exercising its supervisory responsibility 
under the Federal umbrella regulatory structure established for 
branches and agencies under the International Banking Act. This 
evaluation will include a review of the Federal Reserve's record 
in coordinating, directing and providing oversight of state 
examinations of branches and agencies of foreign banks. It will 
also include a review of the Federal Reserve's capacity to pull 
together and properly analyze the examinations of branches and 
agencies that have offices in several different Federal Reserve 
Districts. 

III. BNL Role in Financing Iraq 

This section details the BNL role in financing Iraq. It 
includes a summary of BNL's participation with Iraq in the U.S. 
Department of Agriculture's export credit programs, as well as 
BNL's participation with Iraq in Export-Import Bank programs. This 
section also provides background on the BNL role in financing non- 
agricultural exports to Iraq. This interim report also exposes the 
strategy Iraq used to obtain sophisticated western technology, much 
of which was diverted to military applications. 

The Persian Gulf Crisis 

Iraq's bold and. desperate invasion of the small nation of 
Kuwait on August 1, 1990 precipitated a strong reaction from the 
U.S. and much of the international community. The ensuing crisis 
led to the largest deployment of U.S. armed forces, estimated at 
550,000 troops, since the Vietnam War. President Bush has 
repeatedly announced that Iraqi occupation of Kuwait "would not 
stand . " 

Besides the use of military force, the U.S. and many other 
nations have imposed severe economic sanctions against Iraq. 
Backing up the President, the United Nations has passed nearly a 
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dozen resolutions. The most noteworthy resolution calls for the 
withdrawal of Iraqi troops from Kuwait, imposes severe economic 
sanctions, declares Iraq's annexation of Kuwait "null and void," 
and supports the use of force against Iraq if Iraq did not meet a 
January 15, 1991 deadline for the withdrawal from Kuwait. This 
resolution was relied upon by the President in ordering, on January 
16, 1991, the use of force to accomplish the objectives set forth 
in the resolution. 

Iraq offered many excuses for its brutal invasion of Kuwait. 
Iraq accused the U.S., other Western nations, Israel and Kuwait of 
conspiring to destroy it economically. Related to the U.S. role, 
in a meeting just prior to the January 15, 1991 deadline, Tariq 
Aziz, Iraqi Foreign Minister, told Secretary of State James Baker, 

"The United States actually implemented an embargo on Iraq 
before August 2nd. We had dealings with the U.S. in the field 
of foodstuffs; we used to buy more than a billion dollars of 
American products. Early in 1990, the American Administration 
suspended that deal, which was profitable for both sides. 
Then the U.S. Government decided to deny Iraq the purchase of 
a very large list of items." 1 

Iraq's invasion was also precipitated by weeks of rising 
tensions between it and other OPEC countries related to the price 
of oil and other disputes with Kuwait. For example, Iraq accused 
Kuwait of stealing its oil, building military installations and 
refusing to cancel loans it provided to Iraq during its war with 
Iran. In addition, Iraq had also reopened earlier border disputes 
with Kuwait. 

Prior to its invasion of Kuwait, Iraq was a desperate nation. 
It was broke and Saddam Hussein found it easier to blame others for 
his failures. Although Iraq offered many excuses, it is clear that 
the use of force against Kuwait was the action of a desperate 
nation in search of a shortcut to hegemony in the Middle East and 
ultimately, the entire Arab world. 

The Iraqi Reconstruction Program 

With earnings from its huge oil reserves (second in the world 
to Saudi Arabia), Iraq entered the decade of the 1980 's with 
considerable reserves of foreign exchange. But its war with Iran 
(1980-1988), and the drop in oil prices during the 1980 's changed 
all that. Wartime purchases of weapons coupled with domestic 
infrastructure expansion served to deplete Iraq's foreign exchange 


’New York Times, January 10, 1991 
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reserves. 2 


Even though Iraq emerged from its war in poor financial 
condition, there was still some optimism regarding the 
reconstruction program. Iraq's oil reserves and its educated work 
force led many experts to believe that if Iraq could manage its 
economy properly, it could fulfill the promises of the 
reconstruction program. But the tab for its war with Iran, coupled 
with stagnating oil prices, overwhelmed Iraqi resources and left 
it in poor shape to pay for its ambitious reconstruction program 
without foreign assistance. 

Much of Iraq's financial problem can be traced to its massive 
debts of some $70 billion, accumulated during its war with Iran. 
A good portion of Iraq's external debt was owed to Western bankers, 
and this debt had to be repaid in foreign exchange earned from oil 
exports. Since much of Iraq's oil earnings, estimated at over 
ninety percent of its total export earnings, had to be diverted to 
servicing its massive external debt, its reconstruction program was 
in jeopardy of failing. 

Saddam Hussein reacted to this problem by calling on many 
foreign countries to reschedule and spread out loans that had been 
extended to Iraq. While Iraq had announced that it would show 
favoritism in contracting during the reconstruction program to 
nations that remained loyal during its war with Iran, it also 
preferred to deal with nations willing to reschedule debts. 
Countries such as France, India, Yugoslavia, Japan, and Austria 
reached rescheduling agreements with Iraq. Private contractors 
from Italy, the U.K., Germany and other western European countries 
have rescheduled debts individually with Iraq. However, much of 
the credit supplied by these nations had dried up before Iraq's 
invasion of Kuwait. 3 Nevertheless, rescheduling debt did help the 
Iraqi reconstruction program, but it was not enough. 

Complicating Iraq's debt problems was the unwillingness of 
most Western banks to lend to Iraq without government guarantees. 
At the date of the Iraqi invasion of Kuwait, U.S.rowned banks had 
an exposure to Iraq of a little over $100 million. Western banks 
in general did not have a large net position in Iraq at the time 
of the invasion of Kuwait. Since few, if any, banks were willing 
to lend money to Iraq, Saddam turned to Western governments for 
help. 


Many in the West perceived Iraq as a lucrative future export 


2 The Middle East and North Africa 1990 , 36th Edition, Europa 
Publications Limited. 


3 ibid 
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market. Iraq showed a distinct preference for western technology 
and agricultural commodities, and many Western governments proved 
more than willing to provide credit guarantees to capture part of 
the Iraqi market for their exporters. The U.S., U.K., Germany, 
South Korea and others have provided billions in government 
guarantees to Iraq. 

With the help of the U.S., through its Commodity Credit 
Corporation and Export-Import Bank programs, and augmented by 
similar programs administered by several European and Asian 
countries, Saddam was able to keep his ambitious reconstruction 
going. But Saddam Hussein wanted more credit to fuel his ambitious 
reconstruction program. Enter BNL. 

Background on BNL and its Relationship with Iraq 

BNL is the largest Italian bank in terms of deposits. It is 
96% government-owned and has over $100 billion in assets worldwide. 
BNL commands over $8 billion in assets in the U.S. with offices 
based in Atlanta, New York, Chicago, Miami and Los Angeles. Its 
North American headquarters is in New York. In addition, BNL has 
a commercial paper subsidiary, BNL US Corporation, incorporated in 
Delaware and operating out of New York. BNL has offices 
throughout Europe and branches in Hong Kong, Singapore, and a 
representative office in Tokyo. BNL also has subsidiaries in 
Canada and the Netherlands Antilles 4 . 

The Raid on BNL U.S. Operations 

In July of 1989, the Federal Reserve Bank of Atlanta was 
notified by the FBI of a substantial off -book operation at the 
Atlanta agency of Banca Nazionale del Lavoro. On August 4, 1989, 
the Federal Reserve, accompanied in Atlanta by the FBI and U.S. 
Attorney in Atlanta, raided the U.S. operations .of BNL. 5 

Based on information gathered from that raid, it was apparent 
that BNL was conducting massive off-book transactions. BNL was 
raising billions of dollars and then lending them without reporting 
this activity on its financial statements or in its financial 
reports to bank regulators. 

The off-book lending appears to have started in late 1986 or 
early 1987. These transactions, kept on a set of "secret books," 


4 BNL Annual Reports and Top Numbers. Fifth Edition . American 
Banker, 1990. 

5 Federal Reserve Bank of Atlanta testimony before the House 
Banking Committee, October 16, 1990, Banca Nazionale del Lavoro 
Affair and Regulation and Supervision of U.S. Branches and Agencies 
of Foreign Banks . (Serial No. 101-78). 
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were purportedly established to conceal from BNL's headquarters in 
Rome the excessive Iraqi loans. 

The off-book transactions were originally used to finance 
commodity exports to Iraq. The first such transaction occurred in 
February 1987, with Rafidain Bank of Baghdad, Iraq. 

The next section provides background on BNL participation with 
Iraq in the U.S. government-guaranteed agriculture export credit 
programs . 

USDA-CCC Export Credit Guarantee Programs. 

The U.S. Department of Agricultures (USDA) Commodity Credit 
Corporation (CCC) is authorized under the CCC Charter Act and 
related legislation to develop and administer programs to expand 
U.S. agricultural export markets. During the early 1980's, CCC 
devised two main credit guarantee programs to accomplish this 
mission? the GSM-102 and GSM-103 Export Credit Guarantee Programs. 
These programs target countries that have potential for additional 
food purchases, but are short on cash and need credit. The USDA 
looks at a potential participant country's long-term food needs, 
market development opportunities for U.S. commodities, and the 
ability of the country to repay credit extended under the programs. 
The USDA also receives input from the U.S. export industry before 
a final decision is made on which countries will be eligible to 
utilize the programs. 

The GSM-102 and GSM-103 programs work in a similar manner. 
Essentially, the CCC guarantee operates to attract credit from the 
private sector to finance sales of U.S. agricultural commodities, 
rather than having the government provide credit directly. The 
principal and most significant differences between the GSM-102 and 
GSM-103 programs is the length of the credit terms. Depending on 
individual country announcements, GSM-102 guarantee programs can 
cover financing for up to three years. Under the GSM-103 program, 
credit guarantees are provided for periods from three to ten years, 
although typically financing coverage does not extend beyond seven 
years. 

Prior to the beginning of each year, USDA, through its 
commodity divisions and the attache service of the Foreign 
Agricultural Service (FAS) , enters into discussions with foreign 
countries interested in the GSM programs. FAS then allocates the 
amounts of credit guarantees among potential participating 
countries, establishing specific country "lines" by commodity. 

These proposals are then presented to an interagency group the 

National Advisory Council — for its advice. 

Under both programs CCC first announces the availability of 
coverage for eligible countries. After the announcement, U.S. 
agricultural exporters register sales to the eligible country, and 
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pay a guarantee fee to CCC. 

Transactions under both programs must be covered by an 
irrevocable letter of credit issued by a CCC-approved bank located 
in the importing country. This was the Rafidain Bank in the case 
of Iraq. U.S. exporters usually assign the guarantee to a U.S. or 
foreign bank which then provides the financing of the export 
transaction. 

In the case of the GSM-102 program, Congress mandated that CCC 
make available "no less than $5 billion” annually in short-term 
credit guarantees. Under the GSM-103 program Congress established 
a ceiling level which for the most recent fiscal year was $1 
billion. 

Iraq Utilization of CCC Credit Guarantees 6 

Iraq began purchasing U.S. commodities under the GSM program 
in 1983, just prior to the U.S. and Iraq re-establishing diplomatic 
relations that had been severed for 17 years. The following chart 
summarizes Iraq use of the GSM program 

SUMMARY OF SALES APPROVED UNDER CCC CREDIT GUARANTEE 




PROGRAMS FOR IRAQ 




(MILLIONS) 


FISCAL YEAR 

GSM-102 

GSM-103 

TOTAL 

1983 

$ 364.5 

- 

$ 364.5 

1984 

$646.1 

- 

$646.1 

1985 

$340.1 

- 

$340.1 

1986 

$383.2 

$9.7 

$392.9 

1987 

$567.4 

$85.1 

$652.5 

1988 

$1,029.8 

$83.3 

$1,113.1 

1989 

$1,050.4 

$38.4 

$1,088.8 

1990 

$481.2 

- 

$481.2 

TOTAL 

$4,862.7 

$216.5 

$5079.2 


On August 2, 1990, the USDA suspended Iraq from the GSM- 

102/ 103 program. As of the latest reading, the total GSM program 
exposure to Iraq is approximately $2 billion. Of this amount, CCC 
owes BNL between $347 million (BNL says $382 million) because of 
Iraqi nonpayment. 

BNL, Iraq and CCC 

Iraq made extensive use of CCC programs. In 1988 and 1989 


6 U. S . Department of Agriculture testimony before the House 
Banking Committee, October 16, 1990. 
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the CCC guaranteed the sale of over a billion in agricultural 
exports to Iraq. In turn, Iraq relied on BNL to finance a large 
portion its CCC-guaranteed agricultural exports from the u.s. BNL 
employees had extensive dealings with high level Iraqis. Both BNL 
and CCC employees visited Iraq and on several occasions high 
ranking Iraqi government officials made trips to the United States 
to meet with CCC and BNL employees. 

After BNL was raided by government officials in August of 
1989, the Department of Agriculture was alerted to what appeared 
to be irregularities in the BNL/Iraqi GSM 102-103 programs. CCC 
is investigating several irregularities which included: 

1) unusually high prices obtained by exporters in 
connection with 102 sales to Iraq involving BNL? 

2) shifting of some freight and freight financing costs 
to CCC, thus lowering the amount of guarantee 
authority under the 102 program that could be used 
by others? 

3) utilization of after sales services in violation of 
CCC regulations? 

4) Iraq requiring exporters to pay a stamp tax, a 
policy that is supposed to be prohibited under the 
102 program. 

Upon concluding its review, CCC asked the USDA's Office of 
Inspector General to conduct a thorough investigation of all CCC- 
guaranteed sales to Iraq. CCC will take the appropriate 
administrative or civil action in the event that the Inspect 
General's report discloses wrongful violation of program 
requirements. The CCC is also waiting for the results of the 
Justice Department's ongoing criminal investigation of BNL when 
more information will become available. 

BNL is also being investigated for links to several tobacco 
exporting companies that have either plead guilty or are being 
investigated for shipping foreign source tobacco to Iraq in 
violation of CCC program regulations. BNL financing of illegal 
sugar exports is also under review. To date, the CCC has not 
suspended BNL from participating in the GSM-102/103 program. 

The U.S. General Accounting Office (GAO) has issued several 
reports critical of the management of the CCC export guarantee 
programs. 7 GAO has criticized the CCC for not adequately 
controlling financial institution participation in the CCC 
programs, and for not ensuring that only U.S. agricultural 
commodities are exported using the CCC guarantee. Based on 
preliminary results, both of these issues have arisen as a result 


7 GA0-NSIAD Reports 87-185, 88-194, 89-41, T-90-12, T-90-53, 

90-59FS , 90-83, 90-142, 90-204, 91-76. 
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of the Committee's investigation of BNL participation in the CCC 
programs. More later. 

The following sections explain the Export-Import Bank credit 
guarantee program Iraq participated in with BNL. 


Iraq Utilization of Export-Import Bank Programs 8 

Like the GSM-102/103 programs, Iraq used BNL to finance many 
of its imports transactions using Export-Import Bank (Exirabank) 
insurance programs. Eximbank finances U.S. exports by providing 
guarantees, insurance and loan support. Eximbank programs utilized 
by Iraq include the Short-term Single Buyer Policy which was 
utilized mainly by American exporters, and the Bank Letter of 
Credit insurance policy which was utilized by banks like BNL. Both 
programs indemnify the insured party - a U.S. exporter or a bank - 
against the risk of Iraqi nonpayment. 

From July, 1987 to August 2, 1990, the Eximbank provided Iraq 
with $200 million of short-term insurance coverage - insuring 
against Iraqi nonpayment for up to 360 days. In testifying before 
the House Banking Committee, Eximbank officials stated, "... [w]e 
cautiously opened in Iraq only for short-term insurance despite 
tremendous pressure from the American business community as well 
as competition from foreign export credit agencies ..." Eximbank 
also received pressure from the Government of Iraq which requested 
that Eximbank expand its business with Iraq by including medium 
and long-term insurance coverage. 

Eximbank was cautious about its exposure to Iraq because of 
a history of Iraqi payment delinquencies. In fact, for 18 months 
prior to opening with Iraq in 1987, Eximbank had suspended Iraq 
because of payment delinquencies. As recent as July 20, 1990, 
Eximbank had to pay an exporter $53,000 because of Iraqi refusal 
to make good on a contract insured by Eximbank. 

In total, Eximbank has insured hundreds of millions of dollars 
of exports to Iraq. The current Eximbank exposure to Iraq is $73.5 
million, of which $55 million is for amounts outstanding and $18.5 
million represents potential exposure. The potential exposure of 
$18.5 million relates to shipments which did not take place prior 
to August 2, 1990. Since these exports were banned, Eximbank 
should be able to take these guarantees off its books. 

Under the Eximbank Letter of Credit program with Iraq, BNL was 
insured for 51 export transactions with a dollar value of $47 
million. Of this amount, $43.8 million has been repaid by Iraq. 


8 Export-Import Bank testimony before the House Banking 
Committee, October 16, 1990. 
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Eximbank currently owes BNL the remaining $3.2 million because Iraq 
defaulted on several letters of credit that were funded by BNL and 
insured by Eximbank. 

BNL Loans to Iraq 9 

Officials from the Atlanta office of BNL had developed a close 
working relationship with high-level Iraq government officials due 
to BNL participation in the CCC credit guarantee program. As the 
war with Iran ended in 1988 , BNL was asked to take a bigger role 
in the reconstruction program by financing noncommodity exports to 
Iraq. While these loans were supposed to help rebuild the Iraqi 
civilian economy, many went to improve the Iraqi war machine. 

Lending under these agreements took the form of four medium- 
term loan agreements (MTL* s) signed with the Central Bank of Iraq 
(CBI) . These loans had 5-7 year maturities and 2-5 year grace 
periods. BNL was able to borrow such large amounts of money 
because of its reputation and more importantly its top notch credit 


rating. 

The loan agreements are 

summarized below. 

Note 

Date 

Amount 

MTL I 

2/22/88 

$200 million 

MTL II 

10/6/88 

$300 million 

MTL III 

12/3/88 

$500 million 

MTL IV 

4/8/89 

$1,155 billion 


By the time regulators raided BNL, a majority of the loans had 
already been disbursed. Disbursement took several forms. 
Sometimes BNL paid exporters directly. Sometimes the Central Bank 
of Iraq would pay an exporter directly and then BNL would make a 
payment to the CBI's account at a U.S. bank. Other times, BNL 
would lend to CBI by placing funds directly in CBI bank accounts. 

As of January 1990, a total of approximately $1.55 billion 
had been drawn and committed under these agreements. After the 
raid, Iraq still insisted that BNL make good on the remaining loans 
still outstanding under the agreements. On January 24, 1990, after 
months of intense negotiations, BNL and Iraq renegotiated the four 
MTL's. They agreed that the residual $600 million or so would be 
utilized for new transactions, two-thirds of which would finance 
projects, the supplies and services coming from Italian firms and 
one-third could be used for purchases from other countries. 


’Testimony of various Italian officials before the Banking 
Committee of the Italian Senate. 
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It may be asked why BNL renegotiated the loans. They had to 
because under international law the contracts signed with BNL were 
valid and Iraq threatened not to repay the money it already owed 
to BNL unless BNL made good on the remaining balance of the loans. 

Introduction to Iraqi Technology Procurement Network 

Besides providing an example of botched bank supervision, BNL 
dealings with Iraq provide valuable insight into a less evident, 
but much more profound policy failure; the failure to slow arms 
proliferation. 

The spread of ever more sophisticated weaponry - including 
chemical, biological, and nuclear weapons - and of the missiles 
capable of carrying them, represents a growing danger to 
international security. Arms proliferation exacerbates and fuels 
regional tensions, complicates U.S. defense planning, and poses 
ever greater dangers to U.S. forces and facilities abroad. 10 

The West's policy towards Iraq is a case study in the dangers 
of failing to stop arms proliferation. Many of our coalition 
partners sold weapons directly to Iraq. The U.S. and many 
coalition partners, either directly or indirectly, provided Iraq 
with the technology and know-how needed to build and improve the 
very weapons we are now engaged in destroying. 

A recent episode of the ABC television show "20/20" highlights 
the dangers of allowing sophisticated U.S. technological know-how 
to get into the wrong hands. A U.S. company developed a feared 
weapon called a cluster bomb. The U.S. had prohibited the sale of 
this bomb to Iraq, but this did not stop Iraq from obtaining it. 

Arms dealers apparently bought the know-how to produce the 

cluster bomb from the American company that developed the bomb for 
the U.S. military. The arms dealers then modified the plans 
slightly, applied and were granted a U.S patent, and then sold the 
plans to other arms dealers outside the U.S. who built a cluster 
bomb factory. Iraq was grateful, it purchased thousands of bombs 
and may have even built its own bomb component factory. Needless 
to say, the Iraqi cluster bombs now threaten the lives of our 
soldiers in the Gulf. 

Third World nations like Iraq, wishing to obtain dominance in 
their regions by using military might, too often do not have the 
ability to build weapons of mass destruction. Instead, these 
nations are able to exploit nonexistent or poorly enforced export 
control laws in the West to obtain the technology and know-how they 
need to build weapons facilities on their home soils. Iraq was one 


10 National Security Strategy of the United States, The White 
House, March 1990 
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such nation, and it received considerable help from BNL. 

Iraq Successful in Obtaining Western Technology 

Iraq was quite successful in obtaining western technology. 
During the 1980's, Iraq established ownership or control of a 
sophisticated network of U.S. and European front companies whose 
primary mission was to obtain western military technology and know- 
how and export it back to Iraq. The Iraqi's were very secretive 
in their dealings and were careful to conceal their true 
affiliation. 

An example of the success of this network is the Taji, a 
sprawling complex outside of Baghdad. This project was long 
considered a civilian industrial complex and many western nations 
provided the technology and know-how to build it. Last year, a 
German government investigation concluded Taji was meant for the 
manufacture of gun barrels. 11 Many European and U.S. companies 
provided technology for this plant. Hopefully, coalition air 
forces have destroyed the Taji Complex. 

The Taji Complex is just one example of the Iraqi strategy. 
There are other examples. One example of a company linked to the 
Iraqi network is the Cleveland, Ohio-based machine tool company, 
Matrix-Churchill. 12 Iraq secretly owned Matrix-Churchill and its 
affiliate in England and used both to procure computer controlled 
lathes and other industrial machinery that went into the Taj i 
Complex. 

Upon gaining control of the Cleveland-based Matrix-Churchill, 
a procurement division was established within the company. The 
procurement side of the company received its orders, mostly in 
Arabic, directly from Baghdad. It was apparently charged with 
finding other U.S. companies that would build industrial plants in 
Iraq. Matrix-Churchill would help find U.S. contractors to build 
a fiberglass plant and sophisticated cutting tool plant in Iraq. 
The cutting plant may have been used to manufacture parts with 
nuclear applications, while reports link the fiberglass plant with 
the production of missile casings. 

Ironically, the U.S. government and our western allies often 
granted export licenses for such plants, thus permitting countries 
like Iraq access to such sophisticated technology. This was the 
case with the above plants. The U.S. Customs Service confiscated 


1 Administration Report on Participation by German Companies 
in Arms Supply and the Export of Technologies Pertaining to 
Armaments to Iraq, Bonn, August 21, 1990. 

12 Articles in Cleveland Plain Dealer, September 19, 20 & 21; 

also New York Times, September 20, 1990. 
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Matrix-Churchill in September 1990, calling it an "Iraqi front 
company. " 13 

Dozens of Such Companies? 

It is likely that the Iraqi network used dozens of U.S and 
European companies to supply’ the needed technology and know-how to 
upgrade its military capability. It is debatable whether or not 
these companies knew the ultimate destination of their products. 
Some probably did, some probably did not. These companies were 
often lured into supplying Iraq by higher than normal profits and 
even bribes. 

IV. Difficulty in Obtaining Documents Subpoenaed from the 
Federal Reserve System 

On October 3, 1990, Chairman Gonzalez wrote to Chairman 
Greenspan requesting from the Federal Reserve, including the 
Federal Reserve Banks of Atlanta, New York, San Francisco, and 
Chicago, all documents pertaining to the Federal Reserve System's 
involvement in the regulation, supervision, and examination of 
Banca Nazionale del Lavoro (BNL) in the past 5 years. 

Based on the Federal Reserve's unwillingness to provide all 
the requested documents, a subpoena was issued to the Board of 
Governors of the Federal Reserve System for production of certain 
specified documents by November 19, 1990, pursuant to authorization 
granted to Chairman Gonzalez by the Committee. In accordance with 
the authorizing motion, standard procedures were implemented to 
insure the confidentiality of documents received pursuant to the 
subpoena . 

Reports on Examination by States 

Reports of examination of BNL branches and agencies located 
in the States of California, Florida, Georgia, Illinois, and New 
York by each state supervisor were among the subpoenaed documents. 
The Federal Reserve notified each state that the documents had been 
subpoenaed. After initial delays, the reports of examination by 
the States of California, Florida, Georgia, and New York were 
provided to the Committee. Illinois objected to the production of 
documents by the Federal Reserve and filed suit. 

Illinois Litigation 

William C. Harris, Commissioner of Banks and Trust Companies 
of the State of Illinois, on behalf of the State of Illinois, 
sought a temporary restraining order to prohibit the Federal 
Reserve Board from producing the Illinois reports of examination. 


13 Cleveland Plain Dealer, September 19 & 20, 1990. 
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Illinois based its claim on a written agreement between it and the 
Federal Reserve which Illinois contends prohibits the Federal 
Reserve from disclosing reports of examination without the consent 
of the state. Although the agreement does not expressly cover 
reports of examination of state- licensed foreign branches and 
agencies, Illinois argued that such reports were implicitly covered 
by the agreement. The Federal Reserve, which was represented by 
the Justice Department, stated that it was a neutral stakeholder, 
caught in the middle of a dispute between Illinois and the House 
Banking Committee. Judge Brian Barnett Duff of the Northern 
District of Illinois granted the temporary restraining order on 
November 30, 1990. 

The House Banking Committee intervened in the case. The 
Committee was represented by the office which represents the House 
and its Committees in litigation, the counsel to the Clerk of the 
House of Representatives ("House counsel"). On December 28, 1990, 
Judge Duff granted a preliminary injunction prohibiting the Federal 
Reserve from turning over the Illinois reports of examination to 
the House Banking Committee. 

The judge based his order on three grounds. First, the judge 
found that the Committee's subpoena was not enforceable because the 
House had adjourned sine die . The Justice Department previously 
has taken this position, but only during the Anne Gorsuch matter 
based on a claim of executive privilege by the President which 
ultimately was withdrawn. See . 6 Op. O.L.C. 744,745 (1982). House 
counsel vigorously disputes this holding. In any event, the new 
Congress has convened. The Committee is going forward with its 
investigation of BNL, and this issue is no basis for further delay. 


Second, the judge found that there was an implied contract 
between the Federal Reserve and the State of Illinois which 
prohibited the Federal Reserve from turning over the reports 
without Illinois' consent. Illinois was unwilling to consent to 
disclosure unless the Committee agreed to subpoena the state and 
to sign a confidentiality agreement with the state which would be 
a more intrusive and handicapping procedure than the standards the 
Committee had previously agreed to when the subpoenas were 
authorized. 

It is the Committee's strong belief that the agreement by its 
terms does not cover reports of examination of state-licensed 
foreign branches and agencies, but only reports of examination of 
state member banks and bank holding companies. The Committee 
further contends that even if the agreement did apply to the 
reports of examination of foreign branches and agencies, the 
agreement's disclosure provisions do not block subpoenas, which are 
permitted under the Federal Reserve Board's regulations. It also 
should be noted that Georgia, Florida, and New York have entered 
into the same agreement with the Federal Reserve as Illinois did, 
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yet none of those states filed suits arguing that the agreement 
prohibited the Federal Reserve from complying with the Committee's 
subpoena . 

Finally, the judge found that Illinois' interest in retaining 
and controlling the documents was greater than the House's interest 
in the investigation and legislation for which the documents had 
been subpoenaed. The judge based this holding in part on his 
reading of the International Banking Act of 1978, which Act 
provided for dual regulation of state-licensed foreign branches and 
agencies. The Committee believes that the judge did not correctly 
interpret the Act and that ultimate responsibility for regulation 
and "umbrella'' supervision of state-licensed foreign branches and 
agencies resides in the Federal Reserve. 

The decision has been noticed for appeal. However, regardless 
of the outcome of the appeal, the commencement of the 102nd 
Congress on January 3, 1991 has ended the period of the previous 
subpoena and a new subpoena is needed. Illinois has suggested that 
the documents be subpoenaed directly from it, instead of the 
Committee continuing with its oversight of the Federal Reserve. 
The Committee strongly disagrees. First, the Federal Reserve is 
the body responsible for regulation, supervision and examination 
of foreign branches and agencies. Examination responsibility has, 
to some extent, been performed by the states but the states are 
required to share this information with the Federal Reserve or else 
the Federal Reserve should perform its own examinations. Second, 
the Committee is interested in learning what information the states 
provided to the Federal Reserve about BNL and what the Federal 
Reserve did with that information. Consequently, it is important 
to conduct oversight of the Federal Reserve itself, and to receive 
from the Federal Reserve the actual documents it received from the 
states. Third, it would be overly burdensome and inefficient for 
the Committee to subpoena documents from any number of various 
states and companies, some resistant to investigation, others able 
and willing to sue or otherwise delay, when the same information 
can be received from one source - the Federal Reserve. 

Documents Subpoenaed from the Federal Reserve Banks 

Documents regarding the examination, supervision, and 
regulation of the BNL branches and agencies were subpoenaed from 
the Federal Reserve Banks of Chicago, Atlanta, and San Francisco 
on December 7, 1990 and from the Federal Reserve Bank of New York 
on December 10, 1990 pursuant to document lists prepared by each 
bank. The documents were produced through the Board of Governors. 
The Board withheld information maintained at the Federal Reserve 
Bank of Chicago that was taken from reports of examination of the 
State of Illinois, in accordance with the temporary restraining 
order described above. 

However, the Board further withheld information taken from 
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examination reports of BNL prepared by the other state regulators, 
••with whom the Federal Reserve has explicit or implicit 
confidentiality agreements that are substantially the same as the 
agreement between the Federal Reserve and the Illinois 
Commissioner.” Letter from J. Virgil Mattingly, Jr. to House 
Banking Committee dated December 26, 1990. Thus, even though the 
district court order did not (and could not) address the production 
of documents subpoenaed from the Federal Reserve Banks other than 
Chicago, and even though reports of examinations conducted by the 
States of Georgia, New York, and California had already been 
provided to the Committee, the Federal Reserve relied upon Judge 
Duffys views as the basis for declining to comply further with the 
subpoena • 

In addition, the Superintendent of Banks for the State of New 
York wrote the Committee requesting that the Committee reach an 
accommodation with each state bank regulatory agency related to 
the confidentiality of their bank examination process. The 
Committee understands that request, as well as other state 
communications related to this issue, to mean that every state - 
and perhaps every company and bank - will want individual treatment 
once such treatment has been granted to the State of Illinois. 

The actions of New York and the Federal Reserve confirm the 
Committee's suspicion that forcing the Committee to subpoena 
documents from each state would result in an endless round of 
negotiations, then rumors, disputes or coordination problems 
related to such negotiations, causing the investigation to grind 
to a halt. 

Implications of the HARRIS Injunction 

Judge Duff's injunction has seriously delayed the House's 
efforts to investigate how $3 billion was loaned to Saddam 
Hussein's military effort. The Federal Reserve's system of 
'•umbrella” supervision, pursuant to the International Banking Act 
of 1978, uses information from the five states that examined BNL 
branches and offices; the Federal Reserve's files contain and 
commingle such information. As of December 5, 1990, the Committee 
obtained the Federal Reserve's files, including reports of 
examinations by federal, New York, California, Florida, and Georgia 
examiners, which fed the "umbrella" supervision system. Yet after 
Judge Duff's injunction, both the Board and the Reserve Banks 
withheld such material. As a result, the Committee's inquiry is 
being delayed and its effort to fill in the missing pieces as to 
how $3 billion was loaned to Iraq and its implications, as well as 
fully understanding why the supervisory system failed is being 
frustrated. 

The Harris injunction has delayed the Committee^ 
investigation, thus, damaging the national interest in several 
respects. First, it prevents the Congress from finding out how 
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BNL's offices in the United States facilitated the arming of our 
enemy. It is intolerable that the Congress should be enjoined, by 
court order, from obtaining records related to how this bank helped 
arm Iraq, and whether or not the Federal Reserve and state bank 
supervisory officials were, as they claim, blameless for not 
discovering this travesty. 

Second, entities similar to BNL hold over $7.5 billion in 
deposits that are guaranteed by the Federal Deposit Insurance 
Corporation (FDIC) . As the world knows, the FDIC is already in 
precarious financial condition. If there is in fact a structural 
flaw in the system of regulating and supervising entities like BNL, 
the FDIC, and sadly, as we have learned from the savings and loan 
crisis, the American taxpayer, face a substantial financial risk. 
To date, the Harris injunction has delayed the Committee's inquiry 
into this matter. It has prevented the Congress from fully 
identifying structural weaknesses in bank supervision that were 
exploited by BNL and its lending officers. As a result, unevenness 
and flaws in the system of bank supervision, which could be 
revealed by the Committee's investigation, remain hidden and 
unresolved. The FDIC and the American taxpayer remain at risk. 

Third, the Harris injunction prevents the Congress from having 
all relevant information necessary to determine if legislative 
reforms regarding foreign banks are warranted. Finally, the Harris 
injunction creates a dangerous precedent that could seriously 
hinder Congressional oversight and investigations. 

Need for Expedited Review 

Delay — particularly delay in judicial proceedings — is one 
of the most damaging obstacles to an investigation such as this. 
During judicial proceedings, lawyers for all agencies, commercial 
entities, and witnesses with vital evidence tend .to limit or defer 
their providing of evidence, pointing to the pendency of the 
judicial proceedings. The Supreme Court wrote about delay in one 
Congressional case: "This case illustrates vividly the harm that 
judicial interference may cause. A legislative inquiry has been 
frustrated for nearly five years, during which the Members and 
their aides have been obliged to devote time to consultation with 
their counsel concerning the litigation, and have been distracted 
from the purpose of their inquiry. The [Constitution] was written 
to prevent the need to be confronted by such 'questioning' and to 
forbid invocation of judicial power to challenge the wisdom of 
Congress' use of its investigative authority." 

Accordingly, the investigation requests that the Court of 
Appeals currently considering the case schedule its appellate 
argument hearing in the case at an early point. Deferring that 
hearing will keep a cloud over the investigation that impairs all 
its operations. This investigation has particular time urgency 
when, as it appears, the bank under scrutiny contributed billions 
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of dollars to the arming of an enemy now in the field of war 
against the United States. In the case quoted above, the Supreme 
Court said "courts of appeals have a duty to see that the 
litigation is swiftly resolved" because "protracted delay has 
frustrated a valid congressional inquiry." This investigation 
requests that duty be discharged through the court's scheduling 
powers. It would be an appropriate and proper contribution by the 
appellate court, in the current Iraq crisis, for it to expedite its 
hearing of argument on the matter. 

Similarly, the investigation requests that the court of 
appeals do what it can, consistent with all proper procedure, to 
avoid bogging down the further consideration of the Harris 
injunction in remands or other extended proceedings. The essence 
of a Congressional investigation of this kind is rapid progress. 
The case already received district court proceedings, and will 
receive appellate court proceedings. If, after all that, there 
should be remands for yet more rounds of district court 
proceedings, such further delays in themselves, whatever the 
outcome, would constitute a major setback to the investigation. 
There may be court cases in which such additional steps are deemed 
helpful, allowing more study or more settlement discussions or more 
of some other course of value. The Iraq loan investigation is not 
one of the situations where delays are helpful or even neutral. 
This is wartime. This is a Congressional investigation related to 
the war, and the timeliness of this Congressional investigation 
relates to the war. If the court of appeals can resolve the case, 
without sending it for more proceedings, that would be a 
contribution. 
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